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The Mediating Role of 
Innovation in Strategic 
International Marketing
ABSTRACT
The purpose of this chapter is to empirically examine the mediating role of innovation in strategic 
international marketing. The theoretical model consists of four variables: firm commitment, innova-
tion, promotion strategy, and firm performance. It is conceptualized that firm commitment influences 
innovation that mediates the promotion variable, which in turn affects firm performance. A mail-out 
survey to Australian firms involved in international marketing gathered 315 useable responses. The 
whole theoretical model was tested using the structural equation modelling, partial disaggregation 
method. The findings confirm significant relationships among the variables in the theoretical model. 
All major fit indices from structural equation modelling analysis show satisfactory results for both the 
measurement model and the structural model. The findings shed light on the deployment of resources 
and capabilities such as human and financial resources, innovation, and promotion strategy to enhance 
firm performance. The major contributions of this chapter are the establishment of the mediating role 
of innovation on promotion strategy and the variables from the resources and capabilities perspective 
affecting firm performance.
INTRODUCTION
The concept of innovation is now considered one 
of the most powerful ideas in the business world. 
Innovation is the means by which firms either 
create new wealth-producing resources or endow 
existing resources with enhanced potential for 
creating wealth (Drucker, 1998). Encountering 
severe price competition, the global firm Procter 
& Gamble has recognized they failed to differ-
entiate itself through innovation (The Economist, 
1999). Innovation is for all types of businesses; 
for instance, established businesses, public service 
institutions, and international ventures. One of the 
major advantages of being an innovation firm is 
the first mover advantage (Kanter, 1999). Firms 
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can gain a competitive edge over their competitors 
because they can hold a position in their custom-
ers’ minds that the firms are providing valuable 
products. Innovation is more than just creating 
new inventive products. The new products have to 
outperform competitors’ products, or they would 
not be too widespread (Barwise & Meehan, 2004).
Empirical findings have confirmed the im-
portance of innovation. Innovation is found to 
be one of the main factors to enhance a firm’s 
financial performance (de Brentani, Kleinschmidt, 
& Salomo, 2010; Franko, 1989; Mone, McKin-
ley, & Barger, 1998; Wong & Merrilees, 2008b; 
Yalcinkaya, Calantone, & Griffith, 2007). Addi-
tionally, empirical research also found a statistical 
significant result of innovation affecting firm 
performance in the domestic marketing context 
(Rapp, Schillewaert, & Hao, 2008; Salavou, Baltas, 
& Lioukas, 2004; Wong & Merrilees, 2008b). 
Marketers involved in international business deal 
with not only internal issues such as resources and 
capabilities, but also with external environments 
in overseas markets. Both the internal issues and 
external environments can affect firms’ innovative-
ness. For example, turbulence of the technological 
environment in overseas markets can positively 
affect product innovation (Lee, 2010); firm size 
is statistically significantly related to innovation 
intensity (O’Cass & Julian, 2003); firm’s exploi-
tation and exploration capabilities can influence 
product innovation negatively and positively, 
respectively (Yalcinkaya, et al., 2007). While all 
these studies shed light on the important role of 
innovation in international marketing, the role of 
innovation in international marketing, particularly 
in its relationship with the marketing mix, is still 
under-researched.
The purpose of this chapter is to examine 
the role of innovation in international market-
ing strategy. This chapter is expected to provide 
empirical evidence to fill the research gaps. The 
research question of this study is: “What is the 
role of innovation in international marketing?” 
In addition to innovation, other aspects related to 
a firm’s resources and capabilities such as firm 
commitment, promotion strategy, and firm per-
formance are empirically tested using structural 
equation modelling.
THEORETICAL BACKGROUND
Since there are numerous ways of examining what 
affects firm performance, it is necessary to draw 
on a theoretical paradigm to establish the founda-
tion for the development of a conceptual model. 
The resources and capability paradigm is adopted 
due to its ability to identify and explain factors 
which are controllable by marketing managers 
when trying to enhance firm performance (Wong 
& Merrilees, 2007).
The Resources-Based Perspective
The resources-based paradigm emphases a micro-
level that consists of relatively similar firms in a 
state of recognized mutual interdependence (Caves 
& Porter, 1977). The industry in this micro-level 
sense is viewed as comprising of different firms, 
each having homogeneous members, but differing 
from one another. In consideration of the high 
level of heterogeneity observed in firm behav-
iour and the large variance in firm performance 
within industries which has not been explained by 
industry-level factors (Gehlhar & Regmi, 2009; 
Powell, 1992; Rumelt, 1991; Schmalansee, 1985), 
the focus on firm-level factors seems well justi-
fied. This change in focus from the macro-level 
towards the firm-level has important implications 
as it allows more scope to firms in regard to their 
strategic conducts. The recognition of heterogene-
ity within an industry makes the resource-based 
framework less deterministic than the structure-
conduct-performance paradigm since group 
composition is partly the outcome of strategic 
actions made by firms.
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The resource-based perspective of the firm has 
been used to explain international firm behaviour 
and performance. This perspective focuses on the 
internal resources and capabilities of the firm as 
the fundamental source of competitive advantage. 
It is consistent with the conceptualization of classic 
business policy (Wernerfelt, 1995). The firm in 
the resource-based view of the firm is considered 
to be a bundle of resources comprised of physical 
(e.g., building and machinery) and intangible as-
sets (e.g., labour, capital, technological skills, and 
funds). A firm can create competitive advantage 
by deploying its resources (Gehlhar & Regmi, 
2009; Grant, 1991). As the resources of the firm 
result from the firm’s strategic choices over time 
(Mehra, 1996), neither resources are homogeneous 
across firms nor are the products/services created 
by these resources (Collis, 1991; Wernerfelt, 1984, 
1995). According to this perspective, strategy is 
viewed as a mean of exploiting a firm’s resources 
and developing or acquiring new resources for the 
firm to generate economic success (Mahoney & 
Pandian, 1992; Wong & Merrilees, 2007).
Focusing on the resource-based perspective, 
some researchers have examined the content 
of the firm’s resources and its impacts on firm 
behaviour and performance. In the conceptual 
literature, resources have been classified in dif-
ferent ways. Barney (1991) distinguishes physical, 
human, and organisational capital resources of 
firms. In a similar vein, it is suggested that firms’ 
resources can be grouped into financial, physical, 
human technological, reputation and organisa-
tion resources (Grant, 1991; Wong & Merrilees, 
2007). Black and Boal (1994) conceptualize stra-
tegic resources as contained and system. These 
classifications of resources include all types of 
tangible and intangible that can form a basis on 
which the strategy of the firm are built to achieve 
better performance.
The Organisational 
Capability Perspective
The organisational capability perspective has its 
theoretical origins in organization theory and 
evolutionary economics. The notions of organiza-
tional capabilities have emerged into prominence 
under the rubric of the resource-based view of 
strategy (Barney, 1991; Voola, Carlson, Wong, & 
Li, 2010; Wernerfelt, 1984). Capabilities are the 
organizational processes that develop, combine, 
and transform the resources available into service 
for the overseas markets (Day, 1994). The organi-
zational capability perspective can thus be viewed 
as the capacity for a set of resources to perform 
integratively a task or an activity (Hitt, Ireland, 
& Hoskisson, 2001). In addition to focusing on 
the traditional factors such as capital and labour, 
as determinants of the firm output the emphasis 
is also placed on the intangible resources pos-
sessed by the firm. These notions of resources are 
potential sources of strategic advantage.
The difference between resources and capabili-
ties is that resources are more static and referred 
to transferable input factors, whereas capabilities 
are more dynamic and referred to more firm-
specific and interactive processes through which 
resources are deployed to generate value (Amit & 
Schoemaker, 1993). In other words, firm resources 
are the primary source of creating value and it is 
the organisation’s capability that manages these 
resources in actually creating value.
The organizational capability perspective is 
concerned that firms rely on knowledge acquisition 
and deployment to manage their strategy. Core 
capabilities can serve as a base for developing and 
applying the firm’s capabilities to develop new 
products and services (Kogut & Zander, 1992; 
Yalcinkaya, et al., 2007). The study highlights 
the importance of the continual development and 
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extension of core capabilities to be crucial in at-
taining competitive advantage. While capability 
acquisition is a dynamic phenomenon (Teece, 
1998), the absorptive capacity of the firm is critical 
to a firm’s learning and innovative capabilities, 
in particular that the firm is facing fast changing 
environments (Cohen & Levinthal, 1990; Wong & 
Merrilees, 2007). Development of organizational 
capabilities is important because it enhances the 
firm’s knowledge and skill base, which in turn 
will increase its competitiveness.
The process of creating new resources and 
capabilities involves integration and application 
of existing knowledge, and acquisition and as-
similation of new knowledge (Cohen & Levinthal, 
1990; Kogut & Zander, 1992). This process was 
coined as combinative capabilities (Kogut & Zan-
der, 1992) and can create and transfer knowledge 
among individuals, within and between groups and 
among organisation. Strong combinative capabili-
ties provide the firm with an edge that is difficult 
for competitors to imitate (Kogut & Zander, 1992) 
with the consequence of achieving competitive 
advantage. Combining capabilities and resources 
available to the international marketing firms has 
both a direct and indirect positional advantages 
(Khavul, Peterson, Mullens, & Rasheed, 2010; 
Morgan, Kalaeka, & Katsikeas, 2004; O’Cass 
& Julian, 2003; Oliver, 1997; Teece, Pisano, & 
Shuen, 1997; Wong & Merrilees, 2007).
The internal focus of the resource-based per-
spective complements the organizational capabil-
ity perspective by understanding the factors which 
can affect firm performance. The combination 
of these two perspectives provides researchers 
with an effective tool to examine firm issues that 
can be deployed by managers. Firms’ human and 
financial resources combined with firms’ capa-
bilities in terms of innovation and promotional 
strategy can be potentially good indicators of 
firms’ performance.
LITERATURE REVIEW
Performance
Firm performance is an important area in busi-
ness. As a result, it attracts considerable amount 
of attention in marketing literature (Khavul, et al., 
2010; Lee, 2010; Morgan, et al., 2004; O’Cass 
& Julian, 2003; Wong & Merrilees, 2007) and in 
strategic management literature (Aragon-Sanchez 
& Sanchez-Marin, 2005; Chen & Hu, 2002; de 
Brentani, et al., 2010; Kanloui & Karami, 2002; 
Kumar, Subramanian, & Strandholm, 2001). 
Firm performance in the marketing literature has 
been based on an ideology from microeconom-
ics – profit maximisation (Styles, 1998). Profit is 
considered as maximised when marginal revenue 
equals to is larger than marginal cost (Wong & 
Merrilees, 2008b). From this perspective, one 
of the main focuses of examining marketing 
performance in marketing literature is concerned 
with the measure of profit in terms of return on 
investment and profit- to-sales ratio. In addition 
to profit-based marketing performance, another 
measure of marketing performance is driven by 
sales such as growth rate of sales and market share. 
These two measurements of firm performance are 
referred to objective measurement. It is arguably 
the most important issue in business literature in 
addition to firm performance measurement.
Innovation
A successful company can gain sustainable 
distinctiveness by differentiating itself from its 
competitors. This requires inputs from innovative 
products and / or process. Innovation is not only 
limited to technology advancement (Cram, 1996). 
It includes product, process, market, and busi-
ness systems (O’Cass & Weerawardena, 2009). 
Product innovations may be in the form of product 
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improvements or the development of new products 
such as a new dish washer. Process innovation is 
characterised by improvements in the operation 
process or the integration of the operation steps, 
leading to reductions in cycle time or reductions 
in the number of process steps which improve 
the operation’s efficiency and effectiveness. An 
example is Unilever which has succeeded in short-
ening development items by restructuring around 
processes which add value in the development of 
new brands (Mitchell, 1993).
However, recognizing the importance of in-
novation or simply admiring its usefulness will 
not realize the dream of being innovative. A res-
taurant must have a strategic know-how system 
in place to put innovations into use. Managers 
could make use of front line staff to develop an 
innovative approach (Wong & Merrilees, 2008b). 
The involvement of front line staff in an innova-
tive process represents a contemporary view that 
innovation emits not only from the research and 
development department.
Innovation has been found to be a significant 
factor affecting firm performance. Studying 
Australia international entrepreneurs, O’Cass and 
Weerawardena (2009) found a statistical signifi-
cant direct relationship between organizational 
innovation intensity and market performance. 
In addition, they also found that firm size and 
international entrepreneurship could affect organi-
sational innovation intensity. Firm performance 
in the study was measured in terms of customer 
satisfaction, market share and entering new mar-
kets. Similarly, Lee (2010) found that product in-
novation influenced firm performance positively. 
The measure of firm performance in Lee’s study 
is more comprehensive than that of O’Cass and 
Weerawardena’s. Lee measured firm performance 
in terms of market share, sales growth, return-
on-assets, overall product/service quality, overall 
profitability, and customer satisfaction to measure 
firm performance.
However, in a study of US importers, product 
innovation was found not to be a statistically 
significant factor affecting market performance 
in terms of the firms’ overall performance and 
the firm’s outperforming its major competitors 
(Yalcinkaya, et al., 2007). Focusing on new 
product performance, Song and Xie (2000) es-
tablished that product innovativeness moderated 
the relationships between R&D-manufacturing-
marketing (RMM) integration and new product 
performance. Their study shed light on the role 
of product innovativeness in international firms. 
However, the major limitation of their study is the 
lack of explanation regarding firm performance 
as a whole due to the fact that new product per-
formance may not contribute to the bottom line 
of the firms; that is profit. These contradictory 
findings call for a closer look at the impact of 
innovativeness on firm’s performance.
Innovation does not come easily as it requires 
effort, resources, and time to develop. Kim and 
Park (2010) empirically found that the science 
intensity of a firm had a positive direct influence 
on the innovation impact of a firm. Their study 
confirms a firm’s science intensity tends to lead 
to a focus on R&D activities. As a result, a firm 
can take advantage of the results of scientific 
developments as a major source of competitive 
advantage. Other empirical studies suggest that 
innovativeness is affected by a firm’s capabilities 
(Atuahene-Gima, 2005; Yalcinkaya, et al., 2007). 
Competence exploitation includes enhancing 
knowledge and skills and competence explora-
tion consists of acquiring knowledge and skills 
(Atuahene-Gima, 2005). Another factor that can 
impact innovativeness is firm size (O’Cass & 
Weerawardena, 2009). Bigger firms in general 
have greater latitude in deploying their resources 
to achieve greater innovation (Rogers, 2004). 
According to O’Cass and Weerwardena (2009), 
three main reasons contribute to this factor. First, 
bigger firms have more cash flows to invest in 
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innovation. Second, fixed costs of innovation can 
be spread over a larger volume of sales, making 
innovation more efficient in bigger firms. Third, 
bigger firms possess a wider range of knowledge 
and human capital skills, which allows them to 
achieve innovation.
While the above empirical studies elucidate 
the role of innovation in international marketing, 
research gaps remain in the areas of the anteced-
ents and consequences of innovativeness, which 
can affect firms’ performance. As mentioned by 
O’Cass and Weerawardena (2009, p. 1341), “in-
novation is vital, but understanding what drives 
innovation is just as critical”.
International Promotional Strategy
International promotional strategy in the inter-
national marketing literature focuses mainly on 
standardization versus adaptation (Kates & Goh, 
2003; O’Cass & Julian, 2003; Theodosiou & 
Leonidou, 2003; Wong & Merrilees, 2007, 2008a). 
In general, this marketing mix has been found to 
have slightly above-average levels of adaptation in 
foreign markets (Theodosiou & Leonidou, 2003). 
Standardization is a less-preferred promotional 
strategy because the cultural meanings are firmly 
rooted in the overseas markets (Cervellon & Dube, 
2000). Empirical works have established that firms 
adapt the elements of promotion elements to suit 
the characteristics of overseas markets (Cavusgil 
& Zou, 1994; Hultman, Katsikeas, & Robson, 
2011; Michell, Lynch, & Alabdali, 1998; O’Cass 
& Julian, 2003; Shoham, 1999; Sousa & Lengler, 
2009; Wong & Merrilees, 2007; Zou, Andrus, & 
Norvell, 1997). In general, these empirical stud-
ies suggest a relationship between international 
promotional strategy and firm performance.
Nevertheless, the causes of international pro-
motional strategy are very diverse; for example, 
brand repositioning (Wong & Merrilees, 2007), 
national culture (Sousa & Lengler, 2009), in-
ternational experience (Cavusgil & Zou, 1994; 
O’Cass & Julian, 2003), and external market 
environment (O’Cass & Julian, 2003; Shoham, 
1999). Fundamentally, the relationship between 
innovativeness and international promotional 
strategy is an untouched area requiring further 
investigation.
Commitment
Managerial commitment to international mar-
keting plays an important role in international 
marketing strategy. It recognizes the existence of 
considerable differences in market characteristics 
between a host- and a home-market. To succeed 
in international ventures, it is important that firms 
understand the overseas market situation and em-
ploy appropriate international marketing practice. 
In developing such a capability, international 
commitment to international business is important 
(Katsikeas, Piercy, & Ioannidis, 1996; Wong & 
Merrilees, 2007). Unlike external environmental 
factors, which are beyond the control of a firm, 
international commitment includes both behav-
iour and attitudes that can be manipulated by the 
firm (Evangelista, 1994). The extant empirical 
literature considers international commitment 
as an independent variable that affects a firm’s 
performance (Appiah-Adu, 2000; Cavusgil & Zou, 
1994; Evangelista, 1994; O’Cass & Julian, 2003) 
and international marketing strategy (O’Cass & 
Weerawardena, 2009; Wong & Merrilees, 2007, 
2008a). The relationship between commitment and 
innovativeness in international marketing litera-
ture has not been examined empirically, but this 
research will examine this aspect to fill the gap.
Figure 1 shows a theoretical framework of this 
study. The framework comprises an exogenous 
variable – international commitment; and three 
endogenous variables, namely innovativeness, 
promotional strategy, and firm performance. It is 
conceptualised that firm commitment can affect 
both innovativeness and promotional strategy 
which in turn impacts firm performance.
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HYPOTHESES
To build firms’ capabilities such as innovation 
and international promotion strategy, firms 
must commit necessary resources. Firm com-
mitment can have a positive influence on their 
internationalisation in the global market (Kwon 
& Hu, 2001). Good ideas for innovation and 
international promotion strategy come from 
people. Human resources that excel at innovation 
need to be in place before innovation can occur. 
It is the staff who materialize ideas generated 
internal or externally. A successful promotional 
campaign requires marketing staff to understand 
the markets, customers, and competitors (Fam & 
Merrilees, 1999). To be innovative and to devise 
a good promotional strategy, firms need to devote 
itself to human resource management. Most of the 
time, innovation does not come cheap. Financial 
resources are needed to support the process and 
materialisation of innovation. Similarly, it takes 
financial resources to launch a promotional 
campaign. Top management’s willingness to al-
locate the necessary resources for innovation and 
promotional strategy is critical. Thus,
Hypothesis 1a: Firms’ commitment is a positive 
determinant of innovativeness.
Hypothesis 1b: Firms’ commitment is a positive 
determinant of promotional strategy.
Innovation permits the brand to remain up-
to-date and shows a constant attentiveness to the 
changes in customer taste and preferences (Tepeci, 
1999). It provides international marketers with a 
story to communicate with the target customers. 
Innovation sometimes can be seen such as an in-
novative physical product; however, sometimes 
it cannot be seen directly.
For instance, an innovative process like ISO-
9000 cannot be easily seen. The implication is 
that innovation, irrespective of being able to be 
seen on the surface, can help facilitate a good 
promotional strategy. In other words, innovation 
can provide the promotional strategy a strong 
foundation to communicate with the target cus-
tomers. The innovation becomes the focal point 
in the promotional campaign to draw the attention 
of the target customers and to build brand loyalty 
(Wong & Merrilees, 2008b). Promotional objec-
tives can centre on the innovation that is perceived 
Figure 1. Theoretical framework for this study
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as new and unique in the overseas markets. The 
promotional messages communicate the values 
and benefits of using the innovation. Thus,
Hypothesis 2: Innovation is a positive determinant 
of international promotion strategy.
A successful international promotion strategy 
could gain sustainable distinctiveness to differenti-
ate from that of competitors (Appiah-Adu, 2000; 
Shoham & Kropp, 1998; Wong & Merrilees, 
2008b). Clear strategic promotional objectives 
can render a sense of direction for promotional 
programs on which to build. Advertising and 
promotion messages that are carefully developed 
in coordinated efforts can potentially attract new 
customers, fend off competitors, and even induce 
customers from competitors to purchase the firms’ 
products or services. The provision of excellent 
after sales services gives target customers an im-
pression of high quality of the products or services 
being offered in the markets. Some customers may 
even consider after sales services as a good value 
that worth spreading the word-of-mouth. With 
the consequence of all these, it can be expected 
that a successful international marketing strategy 
can generate more sales and profit in overseas 
markets. Thus,
Hypothesis 3: International promotion strategy is 
a positive determinant of firm performance.
RESEARCH METHODOLOGY
Measures
The extant literature is the main source of gather-
ing items to operationalize each variable in the 
theoretical model. Firm performance indicates 
the extent to which a firm’s financial objectives 
are achieved based on the conceptualization of 
Shoham (1999), and Calantone and Knight (2000). 
There were five items, ranging from 1 - decreased 
a lot to 7 - increased a lot, measuring this variable.
1.  Growth rate of sales in the overseas markets 
in the last 12 months (FP_1).
2.  Your market share in the overseas markets 
in the last 12 months (FP_2).
3.  Profitability of your firm in the overseas 
markets in the last 12 months (FP_3).
4.  Overall financial performance in the overseas 
markets in the last 12 months (FP_4).
5.  The total return on your investment (ROI) 
of the overseas market (FP_5).
Innovation represents the level of innovation 
of a firm in terms of its marketing management 
approach. Product, service, marketing and process 
innovations are incorporated in the items. Four 
items from Wong and Merrilees (2008a) were used 
to operationalize the variable. The scale ranges 
from 1 – strongly disagree to 7 – strongly agree.
1.  Compared to competitors, we have a high 
rate of product/service innovation. (IN_1).
2.  Compared to competitors, we have a high 
rate of process/organisation improvement. 
(IN_2).
3.  Compared to competitors, our marketing is 
very innovative. (IN_3).
4.  Over time, we have been very successful with 
overall innovation in recent years. (IN_4).
International promotional strategy refers to the 
extent of use of strategic promotional activities. 
Instead of using all elements of the marketing 
communication mix – namely, advertising, public 
relations, sales promotion, and personal selling as 
the variables of the construct – a broader strategic 
perspective is adapted to develop this variable. 
Three items from Appiah-Adu (2000) were ad-
opted to measure this variable. The scale ranges 
from 1 – strongly disagree to 7 – strongly agree.
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1.  Our firm sets strategic promotional objec-
tives (IPS_1).
2.  Our firm carefully develops advertising/
promotion messages (IPS_2).
3.  Our firm provides after sales services 
(IPS_3).
International commitment describes the extent 
to which resources are made available for market-
ers in international marketing activities (Wong & 
Merrilees, 2007, p. 389). Resources represent not 
only funds, but also human, information technol-
ogy, and top management’s involvement in the 
international venture. Five items ranging from 1 
– strongly disagree to 7 – strongly agree adopted 
from Cavusgil and Zou (1994) and Mavondo and 
Rodrigo (2001) were used to measure the variable 
of international commitment.
1.  We have promised resources (e.g. informa-
tion technology and human resources) to the 
international ventures (IC_1).
2.  The extent of management commitment 
to the international marketing venture is 
substantial (IC_2).
3.  Our firm sets aside adequate funds to develop 
overseas markets (IC_3).
4.  Our firm’s executives travel frequently to 
foreign markets (IC_4).
5.  International business is a high priority 
activity in our company (IC_5).
Sampling Methods
Two sampling issues need to be addressed in this 
study; the first relates to the choice of respondents 
as key informants, and the second concerns the 
selection of the sample. The choice of respondents 
for this study was considered in relation to the 
knowledge required on the particular issues under 
investigation. Key informants are respondents 
who are knowledgeable about the issues being 
researched, and are willing to communicate their 
knowledge to others. The choice of senior execu-
tives responsible for, or heavily involved in, their 
firm’s international operations as respondents is 
consistent with the purposes of the study. Senior 
executives such as CEOs, marketing managers, 
general managers, managing directors and export 
managers were chosen as the sampling units in 
this study, as they are most likely to be involved 
in the international operations of their firms, and 
will thus be knowledgeable about international 
marketing activities.
The second sampling issue is related to the 
sampling frame. In this study, the target popula-
tion is Australian firms involved in international 
business. The database for the targeted population 
was derived from Austrade. A random sampling 
method was adopted. A simple random sample of 
firms within the Austrade directory was invited to 
participate in the study by completing the survey 
mailed to them. A multi-industry sampling was 
used so that observed variance can be enhanced 
and the generalizability of the results can be 
strengthened (Morgan, et al., 2004). The sample 
was drawn randomly by selecting systematically 
every fifth firm from the sampling frame. A total 
of 2,882 questionnaires were mailed to Australian 
firms to the attention of the key informants with 
315 usable questionnaires returned. It makes 13 
percent of the response rate, which is comparable 
to figures obtained in other industrial mail sur-
veys that is about 10 percent (Hart, 1987). Table 
1 depicts firm characteristics of the respondents.
Non-response bias was examined by testing 
the differences between early respondent group 
and late respondent group (Armstrong & Overton, 
1977). A series of t-tests were conducted to test 
the early and late respondent groups. No statisti-
cally significant results were found on any items 
between the two groups.
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Table 1. Firm characteristics 
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ANALYSIS AND RESULTS
Reliability and Validity
Cronbach’s Alpha Test was performed to test the 
reliability of the items. All Cronbach’s alphas 
are at least 0.7, indicating satisfactory internal 
consistency reliability (Francis, 2007; Robinson, 
Shaver, & Wrightsman, 1991). Table 2 shows the 
Cronbach’s Alpha results of all items.
Face validity was established through the 
literature review and by consulting experienced 
researchers and business practitioners. Convergent 
validity and discriminant validity were evaluated 
by a Confirmatory Factor Analysis (CFA) using 
the guidelines suggested by Anderson and Gerb-
ing (1988) and Hair, Black, Babin, and Anderson 
(2009). The critical ratio (CR) values in a confir-
matory factor analysis were used to analyse the 
convergent validity of the items within the variable, 
to see whether the items are fitting together. The 
CR values of all the items were found significant 
at the 0.05 level (CR >1.96, p<0.05). These re-
sults support the convergent validity of the items. 
The results obtained from the CFA signify that 
discriminant validity is achieved with the overall 
χ2 = 17.37 (p>.05, df=14), AGFI = .97, IFI = 
.99, NFI = .99, and RMSEA = .03. It can be 
concluded that all items are valid and reliable in 
measuring their designated variables.
Structural Model Estimation Analysis
Exercising control over a complex model is an 
important issue in SEM (Perugini & Conner, 
2000; Wong & Merrilees, 2007). A complex 
model tends to create computational problems, 
poorer fit, increased measurement error, improper 
solutions, and inflated standard errors (Bentler 
& Chou, 1987; Ding, Velicer, & Harlow, 1995; 
Perugini & Conner, 2000). Parcelling technique in 
which variables are represented by subgroups of 
items can overcome these problems (Bagozzi & 
Heatherton, 1994; Dabholkar, Thorpe, & Rentz, 
1996; Little, Cunningham, Shahar, & Widaman, 
2002). This technique combines items into com-
posites to reduce higher levels of random error, yet 
it retains the advantages of structural equations.
The full structural model was tested by struc-
tural equation modelling method using maximum 
likelihood estimation. Table 3 summarises the 
values for all fit indices. The significance of χ2 
result (χ2 = 29.72, df = 16, p = .02) is not desir-
able. A significant χ2 result may be due to the 
large sample size (Anderson & Gerbing, 1988; 
Hair, et al., 2009). To overcome the limitation of 
χ2 statistics, normed χ2 with 3 or less (Carmines 
& McIver, 1981; Kline, 2005) and SRMR value 
less than .08 (Hu & Bentler, 1999; Kline, 2005; 
Lindwall, 2004) should be used to evaluate the 
model fit.
The results of both measures are acceptable. It 
indicates that the p-value of χ2 may be the result 
of the big sample size. In addition to these two fit 
indicies, all other fit indices show satisfactory re-
sults, indicating an acceptance of the full structural 
model. The structural model with correlations, the 
standardized regression coefficients, and the R2 
values is depicted in Figure 2.
Hypothesis Testing
There were four hypotheses in total in this study. 
Table 4 presents the hypotheses testing results. 
All four hypotheses achieved statistical signifi-
cant results; all with p-values associated with the 
standardized coefficients less than 0.01. The 
standardised coefficients of the four paths range 
from 0.35 to 0.66. The most significant path is 
H1b (commitment determining international 
promotional strategy); followed by H3 (inter-
national promotional strategy determining firm 
performance), H2 (innovativeness determining 
international promotional strategy), and H1a 
(commitment determining innovativeness). The 
standardized coefficients of H1a, H1b, H2, and 
H3 are 0.35, 0.66, 0.42, and 0.51, respectively.
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Table 2. Reliability test results 
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CONCLUSION
Focusing on examining the mediating role of in-
novativeness in international strategy, this chapter 
presented empirical results that established the 
relationships between firm commitment, inno-
vativeness, international promotional strategy, 
and firm performance. This study broadens and 
deepens our understanding of what resources and 
capabilities firms need to acquire and to cultivate 
to enhance firm performance. The findings in this 
study suggest that firms’ resources and capabilities 
Table 3. Fit measures of the measurement model 
Figure 2. The fitted structural model
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can affect firm performance, which are parallel 
to the existing literature (Cavusgil & Zou, 1994; 
Voola, et al., 2010; Wong & Merrilees, 2007). 
In particular, firm resources can have an impact 
on both firm innovativeness and international 
promotional strategy.
With the commitment of human, financial, 
information, and top management’s support; firms 
are more likely to achieve better product, service, 
process, and marketing innovation, and better in-
ternational promotional strategy. Innovativeness of 
firms can influence their international promotional 
strategy because it provides a foundation that is 
based on uniqueness for marketers to communi-
cate with their target customers. Marketing and 
innovation are the two primary functions in the 
pursuit of the creation of a customer (O’Cass & 
Weerawardena, 2009). This study extends this 
argument to domestic as well as to international 
business.
The findings provide international manage-
ment with important insights into the role of 
resources and capabilities in enhancing firm per-
formance. Top management must put necessary 
resources in place to support innovative activities. 
Resources represent not only funds, but also hu-
man resources, information technology, and top 
management time. These resources can support 
various types of innovations, namely product, ser-
vice, process, marketing, and overall innovations in 
general. Without these resources, the innovative-
ness will suffer. When combining commitment 
and innovativeness, a firm is in a better position 
to develop a superior international promotion 
strategy. Objectives of the promotion strategy can 
focus on the product / service innovative outcomes 
and the promotion messages can emphasize the 
benefits and values of the innovation. In addition 
to funding a promotional campaign, marketers can 
make use of the human and financial resources to 
provide better after sales services to their target 
customers. A successful promotional strategy can 
lead to better sales based and profit based firm 
financial performance.
Although the analysis provides solid support for 
the model, there are a number of limitations inher-
ent in this study. First, even though an adequate 
sample was obtained for use of structural equation 
modelling analysis, the response rate, although on 
par with some previous studies, was modest. This 
low response rate may cause non-response error, 
which may lead to potential bias of estimation of 
parameters. Second, samples were drawn from 
only Australia firms. To enhance generalizability 
of the model, samples from other countries would 
be necessary. Third, this study examines firm per-
formance only from the financial perspective. An 
examination of strategic performance will broaden 
Table 4. Hypotheses testing results 
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the knowledge of the impact of firms’ resources 
and capabilities in the international marketing 
context. Finally, the examination of international 
promotional strategy provides partial evidence 
from the international marketing strategy point 
of view. Other international marketing strategies 
such as product, price, distribution and branding 
channel are worth studying, considering the im-
portance and the limited empirical study of these 
strategies in international marketing.
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